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MEMORANDUM FOR : Deputy Director for Suppert

SUBJECT : Extension of bmiutory I'ringe Benefits to Ceriain
Contract Employees

I. This memorandwmn submits 3 recommendation ior your approval;
this recommendation is contained in paragraph 6.

2. On 9 August 1966 representitives of this Office and the Office of
General Counsel met with you to discuss the ms.iter of obtaining for contract
employees certain statutory fringe benefits, sp:cifically Civil Service
Retirement, Federal Employees’ Group Life Insurance, and the Federal
Employees’' Health Benefits. After a full discusaion of the implications of
obtaining these benefits for contract cmployees, including the possilile risk
that if contract employees should recsive these benefits they may be counted
in staff ceiling, you directed that we proceed with cur effert, on the following
basis:

a. We should Hmit the contract employees for whom these
coverages are sought to U, $. oitizens ard resident aliens;

b, We should atternpt to arrange the effective date of coverage
in a fashion that would permit sffocted contract employees now on
the rolls to exercise an option sor or against obtaining these banefits;

c. We would estimate the costs to the Agency oi providing these
new coverages; and

d. While we could continue {6 work '»ith the Bureau of Retirement
and Insurance (BRI) on an informal basis. we should discuss this
matter with you in advance of submitting 2 formal request for these
coverages.

3. Bince our meeting with you we have had several discussions with
the Director, Bureau of Retirement snd Insurance who has been extremely
helpful and cooperative on this matter, cven to the polint of working with us
on the letter to be submitted to him 28 the Agency's formal request for
approval to grant these three statutory iringe benefite to certain clesces of
Agency contract employees.

a. On 23 August a draft o a letter, uttached at Trb A, vas
prepared and forwarded to the Director, BRI for his informal review.
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At the time we invited his criticisois aad suggesilons so that our best
possible cage might be presented. On 30 August, the Director, BRI
called and expressed his view that the letiur presented an excellent
basis for requesting these benefits and fuily treated all aspects of the
problem. He bad no changes of any kind o suggest, and rated our
chances for obtaining approval, barring some unforescen development,
at from 90% to 100%.

b. The Director, BRI has drsfted » >roposed change in ragulations
to implement anticipated approval of sur request. This reguletory
change, atiached at Tab B, appears to accomplish our wish te limit
the benefits to U, S. citizens and resident alieas and io provice
contract employees now on the rolls an opportunity to opt for or against
the covarage, but it has been {orvwarded to the Office o»f Genezal
Counsel for review,

4. As to the cost to the Agency la providing these new benefits to U. 5.
citizen and resident alien contract eriployees, it was first necessary (o
inventory the number of contract empleyees who might be eligible foy these
benefits. Cur review showe that there are[_ |such employees ard the
breakdown is included with Tab €. 7Tab C is a cost summary which eetimates
the total new expenditure to the Agency ior these fringe benefits at $526,57¢
for the first year. In this connection, we wish to mention that this »ifice had
been working with the Clandestine Services on » sclution to the historical
problem of inadequate retirement beneflts for contract empleyees. Our
efforts had proceeded to the point of agreement in principle that 2 supplenien-
tal retirement plan for some contract eiaployess Was necessary ant specific
proposals for such a plan were drafted. A fireti year cost estimate for this
supplemental retirement plan is mere than $608,000. K cur request to the
Commission is approved, a supplemanial retirement plan may stiil be needed
since there will be some contract en:pléyees wha will not qualify for the
statutory benefits we are seeking, but the ultimate expense of a rugplementa!l
retirement plan will be reduced ie proportion te the number of contract
employees converted to Civil Service Fetirement coverage.

5, With great optimism that we gan securs these Linportant fringe
benefits for certain contract employces, we &re now ready to submit our
formal request.

6. It is recommended, therefors, that you approve the release of the

attached letter {Tab A) to the Director, Bureau of Retirement and Insurance
requesting that Civil Service Letireraeat, Fedaral Employees' Group Lifc
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Insurance, and Federal Employces' Henlth Benofits be granted to the
Agency's U. 8. citizen and resident alien contract employees.

{8/, Examett D. Eehols

I'mmett D. Echols
Director cf Personnel

Atts
Concur:
s/ 12wrense R, Hauston 3 0 SEP 1966
Office of General Counsel Date
#baputy Director for Plans Date

The recommendation in paragreph o is approved:

SIGNED K. €. Bangerman

22 NOV 1968
Deputy Director o
for Bupport
Distribution:
0 - Return to D/ Pers
! - DDP ‘
1 -« Gen,Counsel
1 - C/CPD
1 - C/BBD

1 - D/Pers (w/held)

oP/BSD/{________ }bhd {19 September 1966)
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